HIV infection rates, a major constraint to growth and prosperity. His second worry was less predictable. As he put it, "We have one of Africa's best business environments, yet, except for our extractive industries, foreign direct investment is not coming into our country. Our economy is still much too diamond dependent. What more must we do to attract international investment and to diversify?" 2 Indonesia is also a development success story. Yes, the messy transition from Suharto to democracy set the country back, but less than many people predicted, and before that transition Indonesia was a true development Oral remarks by President Mogae at a Center for Global Development luncheon, Oct. 11, 2006 Perceptions Index.
Botswana's and Indonesia's stories tell us two things about "business environments." First, they are a means, not an end. The "end" is diversified, long term private sector growth. Second, at the very least, scoring well on "doing business" surveys seems neither necessary nor sufficient to foster increased private sector investment and diversified growth. Other factors are obviously at work.
If private sector growth is the real concern behind the question this paper sets out to address, it makes sense to look first at what we know about determinants of private sector growth before we consider countries' 
II.
What determines private sector growth?
It need hardly be said that the ultimate goal of development-and development assistance-is to give people, especially the poor, better lives. For most countries, it is difficult to think how this goal could be accomplished without steady, diverse, sustainable, broad-based, " the important issue for Central Asia is not this diversity, but the common elements in these stories.
Many of the common elements, somewhat ironically, look a lot like the rules of success set out in John Williamson's now much maligned Washington
Consensus 5 , which the Growth Commission Report is said to replace. Among these are 6 :
1. Outward openness is the base for most successes.
Inward looking strategies work for a while, but are not sustainable.
Product and factor markets must be open and
flexible. Resources, most especially labor, must be mobile, and firms allowed to enter and exit if developing economies are to innovate, adapt, change and grow.
3. Macroeconomic stability is important, but, perhaps more revealing, it is microeconomics that drives the growth process.
4. Where labor is abundant, which is the case in most developing countries, growth is limited by the rate of investment.
5. Savings determine investment, but the source of savings matters. Foreign savings is not an especially good substitute for domestic savings.
6. "No country has sustained rapid growth without… keeping up impressive rates of public investment-in infrastructure, education and health."
7. "Policies must…be faithfully implemented and tolerably administered."
8. "Governments in the high-growth economies
were not free-market purists. They tried a variety of policies to help diversify exports or sustain competitiveness."
9. "…growth strategies cannot succeed without a commitment to equality of opportunity…" 10. To be sustained, high growth needs "an increasingly capable, credible and committed government." The order reflects their appearance in the Report's Overview. Quotes are from the Overview.
These 10 points are for the most part self evident, but it may be worthwhile pointing out how they relate to Central Asia's business environment. The first point, openness, is nuanced in the Report, as it should be, reflecting the long debate over the degree to which some of the East Asian successes constituted open economies. The second and third points are about various elements of the "business environment"-labor and factor market restrictions, the macroeconomic and microeconomic policies (rules, regulations, red tape), legal and financial systems. The fourth and fifth points concern the need for savings to fuel investment but with an important twist: countries that rely too heavily on international savings and investment are at a disadvantage-domestic savings play an important role in growth.
Points six through 10 are about government or government policies. Point 6, on the need for public investment especially in infrastructure, underscores the importance of governments doing what only they can do. Points 7 and 8 deserve emphasis because they deal with the incentives government creates for investment, a topic the next section takes up. The last two, on the need for equality of opportunity and for "capably, credible and committed government" are the weakest and least useful based on the 13 countries in question. This is not because they are wrong, but rather because they don't provide much guidance for governments or governance. On equal opportunity, the Report does point out that this is not the same thing as equal outcomes, but that rather misses the point. Brazil, one of the 13 success stories, has for years topped the list of the world's most unequal income distributions, and is hardly a bastion of equal opportunity.
As for governance, the range of governments and leadership among the 13 countries suggests a more complex and conditioned explanation for the role governance play in producing good growth. The presence in the list of several large governance-challenged countries among the 13 suggests that size, potential returns relative to risks, and policy predictability may dominate governance as investment decision determinants.
Investment is the main driver of growth in most developing countries, and will likely be so in Central and Greater Central Asia. With this in mind, the following section looks at the determinants of countries' investment.
Understanding investment incentives
As the Growth Commission confirms, when labor is abundant, investment flows set the limits to growth which means that if we want to understand growth we need to understand what determines investment. Of all the inputs into growth, investment is the most mobile. This is nearly as true for domestic investment as it is for international investment. The high mobility of investable funds means that investment flows are especially responsive to incentives.
As we consider Central Asia's private sector future, we need to think about two sources of investment incentives, how Central Asia's business environment stacks up against other countries in the competition for investment, and what Central Asia's neighborhood and other characteristics say about the types of investment companies will find attractive.
In terms of competition for investment and business, the Growth Commission's 13 stars show that countries with large domestic markets, abundant low-cost labor, and easy global access get by with considerably poorer business and governance environment rankings than do smaller, more isolated countries, natural resource rich countries excepted. The numbers in Table 2 
The regional dimension
It is not entirely the case that "united they stand, divided they fall," but it is hard to imagine a future in which the Central Asian republics' economies are not intertwined. Measures of the Business Environment Table  2 Energy. As a recent study of Africa's private sector growth demonstrates 9 , energy, or a lack thereof, can International's CPI. This is a problem each country must deal with, but it is also a regional problem. Reputation effects don't stop at borders. Even were one republic to succeed in cleaning up its corruption act, it would face an uphill battle convincing investors that it had seen the light if corruption in its Central Asian neighbors were as bad as ever. Some of the Growth Commission successes had high corrupt levels, but these were the big countries for which investors were willing to accept corruption to compete for high returns. None of the smaller countries succeeded until they dealt with corruption.
While it is difficult to imagine a flourishing Central Asian private sector unless these regional issues are dealt with, regional integration will not by itself generate Connecting to the rest of the world involves reducing the "economic" distance between Kazakhstan and the rest of the world. These are tough but doable challenges.
In the near term, Kazakhstan needs to push hard to signal that it is leveling the playing field for all inves- In the medium term, Kazakhstan must work to professionalize its legal and banking systems through a program of transparency and training. It must also reduce the enormous cost of transport by completing its huge road building agenda and reforming its rail management system. And, to ensure long term success, it must do a much better job than it has done investing in its people. What's good
• Active civil society
• Strong financial support from Russia
• Strategically important to the West (a part of the northern supply route to Afghanistan)
• Growing economic ties with its neighbors to the north and east.
• Hydropower potential, minerals.
• Good Doing Business scores What can be done?
The clean up its governance act and seek international assistance in stemming the flow of drugs and drug money into and through the country.
Tajikistan -one too many constraints?
One of the world's most geographically isolated countries, Tajikistan is 2,000 kilometers from the nearest port, 93% mountainous, and in a tough neighborhood. 
What's good
• Abundant hydropower potential
• Potential transit country linking Afghanistan,
Pakistan and India to the north
What's bad
• Geography (93% mountainous)
• Risks becoming a narco state It is about a slow, steady cultural change. Oil and gas are natural starting points, but these investments need to be joined with firm but realistic efforts to influence the broader business environment. Here, the multinational petroleum companies that will help Turkmenistan exploit its petroleum wealth will play a key role, possibly more important than multilateral development institutions. The multinationals will have to walk a difficult line that gives them access to Turkmenistan's lucrative gas reserves but does so in a way that contributes to Turkmenistan's longer term economic growth and stability.
Uzbekistan -much going for it… except the policy reform it needs
When I arrived in Central Asia for the World Bank in 2001, I came straight from Vietnam, one of the two "also rans" among the Growth Commission report successes.
As I took my first tour of the region, I was stunned at the development challenges, especially the apparent lack of entrepreneurial activity, which had been so prevalent 
CPI -Corruption Perception Index (out of 180)
Greater Central Asia Countries Table  3 " HOW BAD ARE CENTRAL ASIA'S BUSINESS ENVIRONMENTS AND WHAT CAN BE DONE ABOUT THEM?
business, but continues to struggle with endemic corruption, political stability and a weak market structure.
The four top ranked constraints firms face in Armenia identified in Enterprise Survey data 15 (Annex 3) are the competition from the informal sector, tax rates, political instability, and access to financing. These are symptoms of the same overall malady, an unstable political environment that promotes informality, undermines the tax base pushing rates up, and creates a risk profile that is unattractive to investors and financiers.
One message for Armenia from these surveys is • Is the link between political system and public sector governance a strong one? I.e., can authoritarian regimes as they are prevalent in Central Asia, provide credible assurances that they will improve economic governance and the investment climate?
As If there is one message from this overview, it is that the "attractiveness" of a country's business environment is situation dependent. When potential rewards are high, a less than ideal business environment may be just fine, but for smallish economies in geographically challenged locations even "above average" business environments may not be enough to induce good growth. If the Central Asian economies recognize this reality as they set out to improve their business and policy environments, their private sectors will become the foundation not only for stable and equitable growth, but for a prosperous and secure region that rediscovers to its historic roots as a center of trade and commerce. 
